This paper provides an overview on the recent development of FTA networking in extended East Asia and assesses the quality of FTAs with novel information on the utilization of FTAs, rules of origin, WTO plus elements, and others. It finds that East Asian FTA networking has been an effective driving force of promoting freer trade and investment, particularly through further activating international production networks.
the WTO loosens its grip in the international trade regime, new types of regionalism in extended East Asia and Asia-Pacific may become a prototype of "multilateralizing regionalism" to promote freer trade in the world.
The evaluation of FTA networking in extended East Asia
Let us now examine and evaluate the contents of FTAs in extended East Asia. First, we will review the background of FTA networking in the region, particularly from the historical viewpoint of the interaction between de facto and de jure economic integration. We will then assess various aspects of the liberalization of trade in goods and other policy modes. At the end, the interpretation in the context of political economy will be presented.
(1) De facto and de jure economic integration in East Asia
In East Asia, de facto economic integration head-started before de jure economic integration. The most significant event on the side of de facto economic integration was the formation of international production networks from the beginning of the 1990s. Although cross-border production sharing and off-shoring/outsourcing to less developed countries (LDCs) are observed in the US-Mexico nexus, the Western-Eastern Europe, and other regions, international production networks in East Asia are distinctive in (i) their significance for each economy in the region, (ii) their extensiveness in covering many countries and regions at the same time, and (iii) their sophistication in combining various types of intra-firm and arm's length (i.e., inter-firm) transactions. 4 The formation of international production networks was backed up by rich series of piecemeal policy reform. In the mid-1980s, Thailand and Malaysia during a recession made a significant step of policy changes for inward foreign direct investment (FDI). Other ASEAN countries followed them with time lags of several years. In order to attract FDI, these countries openly listened to various requests raised by multinationals for trouble-shooting and accumulated piecemeal investment liberalization and facilitation.
In addition, the initiative of information technology agreements (ITA) supported by APEC and WTO realized free trade in semiconductor-related electronic parts and components in the latter half of the 1990s. Note that these policy reforms were not based on regionalism but primarily on unilateral liberalization. AFTA was concluded in 1992 but FTA negotiations were largely motivated by the existing de facto economic integration in the region. In the negotiation process of these FTAs, major agenda became (i) the restructuring of import-substituting industries such as automobiles, domestic electric appliances, iron & steel, and petrochemicals by removing remaining trade barriers and (ii) the further activation of intra-regional production networks by conducting trade/FDI liberalization and facilitation. These will reflect the contents as well as the usage of FTAs in the region.
(2) Liberalization of trade in goods As for the agricultural protection in FTA negotiations by Japan, see Ando and Kimura (2008) and Mulgan (2008a Mulgan ( , 2008b . Kuno and Kimura (2008) analyze the nature of heavily protected agricultural products focusing on their geographical concentration of production in Japan. Low coverage of liberalization for agricultural products becomes an obvious obstacle to Japan's further extending FTA strategies.
Only after utilizing preferential tariffs, trade liberalization effects are realized. FTAs in East Asia, particularly AFTA, have for long been criticized for their low levels of utilization. The situation, however, has drastically changed these days.
Thailand and Malaysia disclose the data of FTA utilization on the official customs data basis. Malaysia. ACFTA and AKFTA do not seem to be well utilized so far, perhaps due to the slow liberalization process or the low public awareness.
On the other hand, the Thailand-Australia FTA and the Early Harvest
Scheme items in the Thailand-India FTA present very high utilization ratios, 66% and 98% respectively in 2007. Similarly, among importing affiliates without any intention of utilizing FTAs, 48.9% of them say "duty-drawback system for imports are applied," 13.4%
claim "domestic sales on which tariffs are imposed is small," 13.1% state "there does not exist a FTA with trading partners," and 12.8% advocate "MFN tariffs are already low."
The questionnaire also asks some additional questions. One is the minimal preferential margin with which exporting affiliates stop using MFN tariffs and start utilizing FTAs. The average margin across exporting affiliates located in ASEAN is 5.2%. Another is the preferential tariff rate equivalent to the administrative cost of obtaining duty-drawback system.
The average across importing affiliates located in ASEAN is 1.9%.
Hayakawa, Hiratsuka, Shiino, and Sukegawa (2009) Overall, considering other policy arrangements to avoid being taxed such as zero MFN tariffs, duty-drawback system, and others, the utilization of FTAs seems to be fairly high in ASEAN. However, further facilitation ion utilizing FTAs may be required, particularly for small and medium enterprises.
Rules of origin (RoO) ACFTA and AKFTA include agreements on trade in services, both of which were signed in 2007. However, the structure of the articles closely resembles to GATS, and the contents do not extensively explore GATS plus.
Bilateral FTAs between Japan and ASEAN member countries include a number of GATS plus due to sector-by-sector negotiations. However, agreements are not entirely comprehensive, which reflects relatively weak services sectors in Japan. (Table 6 ). We observe that the contents that seem to be workable are highly practical and relevant to political and economic conditions of ASEAN.
==Table 6==
FTAs concluded by Japan in the region are also highly pragmatic.
For example, the Japan-Indonesia EPA concluded in August 2007 as well as related documents include practical items, in addition to trade in goods, services, and investment, such as energy and mining resources, movement of natural persons and related cooperation, customs procedure, government procurement, competition, and intellectual property rights, and cooperation.
ACFTA and AKFTA also reflect the status of international relations as well as industrial connections; economic cooperation is always an important sub-element in FTAs.
In East Asia, WTO+ works strongly. However, the context is not for pursuing the legal comprehensiveness of economic integration. Rather, the motivation of introducing WTO+ is pragmatic for serving diplomatic purposes or responding to requests of private sector extending international production networks. In the end, facilitation and cooperation are often emphasized more than liberalization.
Politico-economic interpretation
The recent literature of political economy on trade policies challenges the issue of why countries promote freer trade despite the existence of strong resistance from import-competing sectors. East Asia has obviously made big steps toward freer trade. The East Asian economic integration is certainly a relevant topic in the political economy literature.
Following the framework that Baldwin (2006) proposes, we can present a list of episodes that politico-economic interpretation seems to work well.
( Shifts toward freer trade were initiated in the first half of the 1990s and were followed by more comprehensive trade liberalization under the initiative of ITA in the latter half of the 1990s. Note that in this process, the GATT or WTO did barely take initiatives. Tariffs were largely reduced and removed unilaterally in terms of applied MFN tariff rates rather than GATT or WTO committed concessional tariff rates, which generated huge "tariff bindings overhang." Grips of the WTO on ASEAN are still weak even now; in a number of countries in the region, bound ratios (the ratio of bound tariff lines) are still substantially lower than 100%, and tariff bindings overhang (gaps between bound MFN tariff rates and applied MFN tariff rates) are large (Table 7) . 
